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SUBJECT: CENTRAL BANK GOVERNOR DISCUSSES BALANCE OF PAYMENTS 
AND FOREIGN BORROWING IN 1977 

REF: MANILA A-28 

1 . MANILA DAILIES REPORT THE JANUARY 27 REMARKS OF CENTRAL BANK 
GOVERNOR GREGORIO LICAROS BEFORE ROTARY CLUB. HE REPORTEDLY 
STATED THAT THE BANK WILL ATTEMPT TO CURTAIL FOREIGN BORROWING 
BY THE PRIVATE SECTOR IN 1977, IN ORDER TO ' REDUCE THEIR DE- 
PENDENCE ON FOREIGN FUND SOURCES AND AT THE SAME TIME 
INCREASE THEIR RELIANCE ON DOMESTIC FUNDS." ACCORDING TO 
BULLETIN TODAY. LICAROS ALSO FORECAST A BALANCE OF TRADE DEFICIT 
OF $873 MILLION AND OVERALL BALANCE OF PAYMENTS DEFICIT OF $200 
MILLION. HE STATED THAT THERE WILL BE NO PESO DEVALUATION THIS 
YEAR. 

2. COMMENT. REFERENCED AIRGRAM, WHICH WILL BE POUCHED JAN 31, 
REPORTS THAT 1976 TRADE DEFICIT WAS $866 MILLION, AND BOP DEFICIT 
$164 MILLION. LICAROS' 1977 PROJECTION APPEARS REASONABLE TO US, 
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AND WE PRESUME IT GROWS OUT OF THE MOST RECENT 

IMF CONSULTATION ON THE EXTENDED FUND FACILITY (EFF). HIS COMMENTS 
ON PRIVATE BORROWING IMPLY A SENSITIVITY TO THE DEFICIT, BUT 
IT REMAINS TO BE SEEN HOW MUCH BORROWING CAN BE SHIFTED FROM 
FOREIGN TO DOMESTIC SOURCES. 
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